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financial highlights 


Years ended October 31, 1975 and 1974 


(Dollar amounts in ihousands 
except Per Share Data.) 

1975 1974 


Percent 

Change 


Revenues 

$358,447 

$299,514 

19.7% 

Operating Income 

35,769 

27,515 

30.0 

Percent to Revenue 

9.98% 

9.19% 


Income Before Extraordinary Item 

14,869 

10,589 

40.4 

Percent to Revenue 

4.1% 

3.5% 


Net Income 

14,869 

11,057 

34.5 

Percent to Revenue 

4.1% 

3.7% 


Total Assets 

203,487 

193,208 

5.3 

Shareholders’ Equity 

85,574 

73,071 

17.1 

Number of Shares Outstanding ( Weighted average 
number of shares and common share equivalents.) 

Per Share Data: 

5,558,355 

5,497,808 

1.1 

Income Before Extraordinary Item 

$ 2.68 

$ 1.93 

38.9% 

Net Income 

2.68 

2.01 

33.3 

Dividends 

.465 

.41 

13.4 

Book Value 

15.51 

13.29 

16.7 

Number of Employees: 

9,674 

9,318 

3.8 

Number of Shareholders: 

3,437 

3,468 

(0.9) 


1974 
by quarters 

High 1 


1975 

by quarters 
1st 2nd 3rd 4th 

High 


1974 1975 

by quarters by quarters 
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president’s letter 


Dear Shareholder: 


w 

W we are pleased to report that, 
despite continuing inflation and the 
nation’s worst recession since the 
1930’s, General Cinema's operating 
net income increased 40% on a 
20% gain in gross revenues in the 
fiscal year ended October31,1975. 
Both the Theatre and Beverage Divi¬ 
sions had significant increases con¬ 
tributing to record revenues of 
$358 million and record earnings 
of $14.9 million, or $2.68 per share. 
These gratifying results, following 
1974's earnings and sales increases 
of 20% and 22% respectively, con¬ 
firm our long-held conviction that both 
of the Company's basic businesses 
are inflation-immune and recession- 
resistant. 

General Cinema is a leader in two 
major industries. Our Theatre Divi¬ 
sion operates the largest movie 
theatre chain in the nation and our 
Beverage Division is the largest inde¬ 
pendent bottler of both Pepsi-Cola 
and Dr Pepper products. During the 
fiscal year, our 588 theatres, which 
represent approximately 4% of all 
theatres in the United States, gener¬ 
ated $180 million in revenues, or 
approximately 8% of the theatre 
industry’s revenues. The Beverage 
Division, which operates franchises 
that serve 7% of the nation’s popula¬ 
tion, had revenues of $178 million. 

The Division's 20 plants and 19 dis¬ 
tribution centers produced and sold 
the equivalent of almost 90 million 
cases of 8 oz. bottles, or well over two 
billion soft drinks. 

In our view, significant changes in the 
consumer's life-style and spending 
patterns brought on by inflation and 


last year's recession have not 
adversely affected our operations and 
have, in fact, offered us new oppor¬ 
tunities. The rising cost of food, energy 
and other essentials has severely 
cut into consumers’ disposable in¬ 
come. As a result, expenditures for 
high-cost entertainment, travel and 
recreation activities have been re¬ 
duced dramatically—replaced by less 
expensive alternatives such as 
attending movies and consuming 
leisure-time beverages. These con¬ 
sumer patterns explain in part why 
movie attendance in our comparative 
theatres was up 7% this year and 
why our soft drink unit sales held up 
so remarkably well in spite of sig¬ 
nificant price increases. 

Pricing flexibility in both divisions 
enabled us to increase our overall 
operating margins. This was particu¬ 
larly true in the Beverage Division 
which traditionally was thought of as 
being highly price-sensitive. Another 
factor which helped margins is the 
relatively low labor cost in the bever¬ 
age and theatre industries. 

Turning briefly to theatre operations, 
revenues benefited appreciably from 
the largerthan usual supply of 
"blockbuster" films such asTOWER- 
ING INFERNO, EARTHQUAKE, 
GODFATHER II and JAWS, which 
broke out of the narrow, fragmented 
areas of consumer tastes and had 
broad audience appeal. Our first-run 
theatres, located predominantly in 
suburban regional shopping centers, 
were especially well situated to play 
these films. It is likely that the supply 
of films which offer general entertain¬ 
ment and have broad audience 
appeal will be maintained. This is 
primarily because producers, recog¬ 
nizing the profit potential of these 
types of films have .for the most part 
stopped investing in films which 
espouse political or social causes. 
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“General Cinema’s business, although not providing necessities, does bring 
relatively inexpensive pleasure and satisfaction to the public. It operates from 
a protected base of exclusivity through unique locations in regional shopping 
centers or exclusive and perpetual beverage franchises. It remains basically 
unregulated and unaffected by recession and inflation. This position gives us 
the confidence Jo project continuing earnings growth in the years to come.” 


Over the past few years, the number 
of major new feature films produced 
has declined. Conversely, as we con¬ 
tinue to expand our theatre circuit, our 
requirements for these films are 
increasing. Consequently, to increase 
the supply and continuity of general 
entertainment films throughout the 
year, we have agreed in principle to 
form a joint venture, Associated 
General Films, with Associated 
Television Corporation Limited (U.K.) 
to help finance independently pro¬ 
duced motion pictures. Production 
has commenced and it is antici¬ 
pated that the first two films will be 
released to the United States market 
in the summer and fall of 1976. We 
emphasize that we are primarily 
interested in expanding the supply of 
major films for the theatre industry 
and, to a lesser extent, in profits to be 
earned through an equity participa¬ 
tion in these films. The operating 
philosophy of Associated General 
Films will be to minimize exposure in 


the financing of major pictures by 
pre-release sales of television and 
certain foreign distribution rights. 
General Cinema is investing only 
minimal capital and does not intend 
to use any significant amount of its 
own funds for film production. In order 
to facilitate production financing, 
we merely will be augmenting the 
usual method of acquiring majorfilms 
by making earlier, firm commitments 
which will be used by Associated 
General Films and other producers to 
collateralize production financing. We 
anticipate this activity will not ma¬ 
terially increase the risks inherent in 
our business and that any additional 
exposure will be more than offset by 
having additional majorfilms to play 
in a large number of our theatres. 
Beverage operations for the year were 
significantly affected by a three-fold 
rise in sugar prices, which peaked in 
the first quarter and decreased in the 
last three quarters. Through rapid 
price increases aggregating about 


50%, we were able to pass most of 
these costs on to our customers, 
although volume dropped 4.5% 
during the first quarter. By early 
summervolume had returned to prior 
year levels as the consumer became 
accustomed to higher prices, and in 
our fourth quarter we began recording 
year-to-year volume increases. Con¬ 
sequently, beverage operating results 
for the year were characterized by 
significant gains in revenues, oper¬ 
ating margins and profits despite a 
modest (0.4%) decrease in route 
case sales. 

To General Cinema, this pattern of 
modest dip and recovery in volume in 
the face of increased prices is con¬ 
firmation of the basic strength of the 
soft drink business and particularly of 
the major brands which have benefited 
most from these changes in the 
market place. Volume continues 
strong and each month reconfirms 
our belief that the soft drink industry is 
returning to a more normal 5% annual 
growth pattern. 

Although an in-depth analysis of our 
finances appears later in this report, 
we would like to mention that we 
have recently accomplished two 
major objectives. First, we are pleased 
to report that, for the first time since 
we began buying beverage com¬ 
panies in 1968, our long-term debt of 
about $74 million as of the end of 
fiscal 1975 is less than our equity, 
which exceeded $85 million. Our sec¬ 
ond objective was to improve our 
liquidity by spreading out our debt 
maturities. In December 1975, we 
completed a $30 million private place¬ 
men! of fifteen-year senior notes, the 
proceeds of which were used to pay 
down bank borrowings. This financing 
also has substantially lowered the 
amount of debt tied to the prime rate 
and, consequently, will reduce the 
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to swings in short-term interest rates. 
We now have more than sufficient 
funds available to meet all antici¬ 
pated capital requirements of our 
present activities. 

With regard to further diversification, 
our policy is no different than it has 
been for several years. As was the 
case in the mid-1960's, before we 
entered the soft drink business, our 
internally generated cashflow is 
greater than we need to continue the 
expansion of our existing businesses. 
In the near future, this cash flow 
together with the anticipated pro¬ 
ceeds from the sale of our communi¬ 
cations investments will retire all of 
our bank debt. In keeping with our 
growth-company philosophy, we are 
attempting to again identify situa¬ 
tions within the consumer/leisure¬ 
time area in which our funds can 
produce the greatest return on invest¬ 
ment. In the last several years, we 
have looked at a number of oppor¬ 
tunities, but none has met our basic 
requirement of possessing the growth 
potential of our two main businesses. 
We are going forward with our search, 
but nothing is imminent. 

In keeping with our policy of sharing 
growth and earnings with our Share¬ 
holders, we increased our dividend 
this fall 23% to an annual rate of 540 
per share. This was the ninth increase 
in eleven years and our January 
dividend was the 62nd consecutive 
quarterly cash payment. Although the 
Board of Directors regards General 
Cinema primarily as a growth com¬ 
pany, it continues to review dividend 
policy periodically. 

General Cinema's growth from incep¬ 
tion to its present status reflects to a 
considerable extent the many con¬ 
tributions of our retiring chief financial 
officer, Edward E. Lane. His loyalty, 


mination to stimulate us to seek 
excellence will continue to have an 
impact on this Company's manage¬ 
ment and me, personally, for many 
years to come. He will be missed and 
we all wish him many well-deserved 
happy retirement years. 

During the year we made several 
additions to our corporate staff. 
Herbert G. Paige, 45, President of our 
Beverage Division, was also appointed 
to the new corporate position of 
Senior Vice President-Beverages. 

D. Barry Reardon, 43, who joined us 
from Paramount Pictures Corpora¬ 
tion, has assumed the newly created 
position of Vice President-Film 
Marketing. Mr. Reardon is in charge 
of coordinating all film buying and 
advertising forthe Theatre Division. 

J. Atwood Ives, 39, who has been a 
General Cinema Director since 1970, 
joined the Company as a Vice Presi¬ 
dent and will become chief financial 
officer in 1976 when Mr. Lane retires. 
On a sadder note, 1975 marked the 



retary and Associate General Coun 
for more than 25 years. 

OUTLOOK 

There are many reasons why we co 
tinue to be optimistic about our 
ability to exceed the record profit p< 
formance achieved this past year. 
The Theatre Division expects to adc 
70 to 75 new shopping center theati 
in 1976. Experience indicates that 
our new theatres, as a group, con¬ 
tribute significantly to profits in their 
first year of operation. 

We also know from experience that 
the general-audience, "breakout' 1 
films such as we had in 1975 tend tc 
widen our audience. For instance, w 
are now attracting more 25 to 50 
year olds on a regular basis. Based 
this pattern and the increasing 
amount of leisure time, we are firmly 
convinced that attendance will con¬ 
tinue to rise as we move further into 
1976 and over the next few years, 
probably by about 3% annually. The 
pictures exhibited this Christmas di< 
not attract the record turnout of 
last year so that we are experienc¬ 
ing some temporary comparative 
weakness in theatre revenues, al¬ 
though Theatre Division profits shoi 
hold up quite well. In contrast, the 
films scheduled for release this sprii 
and summer hold considerable 
promise. 

Theatre operating margins, which 
have been declining in recent years 
as we have increased the number of 
first-run theatres, should hold con¬ 
stant and may even improve. In our 
opinion, film rentals, which have 
increased dramatically over the last 
few years, have probably peaked. 

In addition, our drive-in theatres, 
which as recently as 1972 contribute 
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significantly to profits, but more 
recently have operated at a modest 
loss, are being phased out. 

Our beverage business is now experi¬ 
encing renewed growth in physical 
volume and our projection of a 5-6% 
volume gain next year may prove 
to be conservative. 

Beverage Division margins should 
continue their upward trend as a result 
of economies in manufacturing, 
purchasing and distribution as well as 
from the cumulative effect of market- 
share growth. Moreover, 1976 earn¬ 
ings in this Division will not be bur¬ 
dened with the operating losses and 
write-offs associated with our private- 
label business in Houston, which we 
closed during 1975 Also, the Dr 
Pepper franchises in Atlanta and 
Miami will be making a full year's 
contribution. 

Corporate interest expense will con¬ 
tinue to decline as our level of borrow¬ 
ing is further reduced. 

Finally, Alperts, which operated at a 
loss this past year, has been operat¬ 
ing at a break-even level for the 
last several months. Consequently, 
we expect to reserve little or nothing 
for its operating losses in 1976. 

In essence, as the nation emerges 
from a deep recession, we feel it safe 
to project another record year. 
Although we cannot reasonably ex¬ 
pect to match 1975's 40% increase in 
operating net income, our objective 
has been to maintain growth in earn¬ 
ings at an average annual rate of 
15-20%. This is still our goal and one 
which we fully expect to reach in 
the years ahead. 

On behalf of Management and the 
Board of Directors, I wish to express 
our sincere appreciation to the more 
than 9,600 General Cinema em¬ 
ployees who helped make 1975 the 


great year it was. I also want to extend 
to you, our Shareholders, our grati¬ 
tude foryour continued loyalty. We 
will try to maintain your trust by 
endeavoring to provide a continually 
increasing cash yield through divi¬ 
dends and a high return on the equity 
retained in the Company through 
continued earnings growth. 

January 15, 1976 


Sincerely yours, 

Richard A. Smith 
President 
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“Against a background of increasing attendance which we expect to continue at 
a rate of at least 3% over the next few years, and with the film production side 
of the industry doing so well, we will continue to expand our circuit at the rate of 
about 70-80 theatres per year.” 


R 

\«**n!eneral Cinema's Theatre Divi¬ 
sion is the largest grossing theatre 
circuit in the world. The 588 theatres 
operated at fiscal year-end produced 
revenues of $180 million, 26% ahead 
of last year and the largest percentage 
increase in the Division’s history. 
Operating profits (pretax, preinterest) 
increased 22% to a record 
$18,434,000 in spite ofthe highest 
film costs ever. 

The above normal increase in rev¬ 
enues in 1975 resulted primarily from 
a concentration of general-audience, 
"breakout 1 ' attractions, such as 
JAWS, which in our chain alone 
grossed over$20 million and repre¬ 
sented $13 million in extra business. 
Other major blockbusters made 
significant contributions to revenues 
and helped raise comparative attend¬ 
ance by 7.0% theatre to theatre and 
13.7% overall. 

The average admission price (includ¬ 
ing lower-priced children’s and 
matinee tickets) increased from 
$1.97 in 1974 to $2.21 this past year. 
Theatre operating margins, however, 
continued to be adversely affected by 
increasing film costs generally and, 
specifically,to even higher rentals for 
the major first-run films which we 
played heavily in our theatres. In the 
case of JAWS, although the film rental 
was the highest ever, we nevertheless 
made a good profit because of the 
extraordinary attendance generated. 
Although film rentals have escalated 
over the past few years to a level 
of almost 50% of box office receipts, 
any substantial further increase could 
threaten the economic health of a 
significant number of exhibitors , par¬ 
ticularly those operating small-town 
and low-grossing theatres. It is 
essentially for this reason that we 
believe industry film costs probably 
have peaked, and that our theatre 


operating margins, which have 
declined somewhat over the past 
few years, have stabilized at about 
this year's 10.2% level. General 
Cinema's 40% pretax, preinterest 
return on investment in shopping 
center theatres warrants our con¬ 
tinuing their expansion. 

Theatre expansion continued with 76 
new screens added during the fiscal 
year. Of these 61 were new multiple- 
auditorium theatres (eight twins, 
eleven triples and three quads), 
located primarily in major regional 
shopping centers, and the remaining 
15 were remodelings of existing 
cinemas. This year’s capital expendi¬ 
tures principally for expansion, were 
$9,380,000 and $8 million is budgeted 
for 1976. 

We expect to add 70 to 75 new shop¬ 
ping center theatres in the current 
year. In November and December we 
have already opened 24 additional 
units. Although there has been some 
slowdown in the rate of construction of 
new shopping centers, we will main¬ 
tain our rate of theatre expansion 
without difficulty. Since we average 
about three new theatres per location, 
we require only 20 to 25 new locations 
per year. 

Currently, over 90% of our theatres 
are located in or near regional shop¬ 
ping centers and are less than ten 
years old. Multiple theatres dominate 
the General Cinema chain and we 
now operate only 69 single-auditorium 



Refreshment Center, 
Chestnut Hit! Cinema, Mass. 


theatres. A number of these will 
eventually be remodeled. Our re¬ 
modeled theatres have developed 
successfully and this split-theatre 
group, as a whole, has had a positive 
effect on profits. 

Refreshment revenues were up 34% 
to $28 million and per capita sales in 
our shopping center theatres rose 
from 33b in fiscal 1974 to 400 in 1975. 
The 13.7% overall increase in attend¬ 
ance also contributed significantly 
to refreshment revenues. Stated 
another way, each of our more than 
67.9 million patrons spent 21 % more 
on candy, drinks and popcorn than 
last year. The real significance lies in 
the fact that, because so much of our;'-' 
theatre overhead is fixed, such an 
increase in refreshment revenues has 
a major jhipact on profits. 

Our drive-in theatres, which totalled 
50 in 1971, and recently have not 
contributed to earnings, were reduced 
by 14, down to 21 by year-end. 

They represented only 2.5% of 
theatre revenues and 1.3% of total 
company revenues in 1975 and oper¬ 
ated at a small loss. We intend 
eventually to dispose of the remain¬ 
ing drive-ins through sub-lease or 
sale and gradually to develop sub¬ 
stantial real estate rents from our 
owned properties. 

Despite a lack of "breakout" pictures 
this Christmas season, we are con¬ 
fident that there will be sufficient 
general-audience pictures to perpetu¬ 
ate the renewed and growing interest 
in films in the current year. Profits 
should benefit from new theatres, 
more stable operating margins, and 
strong refreshment business. 

Long range, we expect attendance to 
increase. We are, therefore, opti¬ 
mistic that the Theatre Division can 
continue to attain new records in both 
revenues and earnings. 
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“In the development of our Beverage Division, we believe we have achieved 
one of the more successful diversifications of any company of our approximate 
size... Today, the Beverage Division represents approximately half of General 
Cinema’s corporate earnings and revenues.” 



G 

%<B«>/ieneral Cinema’s Beverage Divi¬ 
sion is the nation's largest inde¬ 
pendent Pepsi-Cola and Dr Pepper 
bottler and an important 7UP bottler, 
with franchises located primarily 
in the Midwest and Southeast. Record 
1975 revenues of $178 million forthe 
Division were 14% ahead of a year 
ago, with about 73% represented by 
Pepsi-Cola products. Operating 
profits (pretax, preinterest) increased 
39.7% to $17,335,000. 

In 1975, the Division faced the severe 
challenge of marketing soft drinks 
during the worst recession since the 
1930’s at the highest price levels in 
history due to an unprecedented 
ingredient cost spiral, principally in 
sugar. We were, nevertheless, able to 
hold 8 oz. equivalent route case 
sales to 0.4% less than the previous 
fiscal year's level, substantially 
outperforming the industry. Operating 
margins improved to 9.7% from 
7.9% in 1974 and 6.6% in 1973. 

This improvement in profitability 
results in part from plant moderniza¬ 
tion and automation which provide 
us with increased manufacturing 
efficiencies. In addition, the Division's 
information systems, augmented by 
purchased market-research data, are 
instrumental in helping us manage 
our pricing policies, distribution sys¬ 
tems, major marketing activities and 
production controls. Lastly, central¬ 
ized management control permits 
effective purchasing of raw materials, 
particularly sugar, as well as pack¬ 
aging and advertising. 

Although our revenue gain is attribut¬ 
able principally to necessary price 
increases, the Division benefited from 
the acquisition of the Dr Pepper 
franchises for Atlanta and Gaines¬ 
ville, Georgia, in January and for 
Miami in April. The addition of Dr 
Pepper to our existing Pepsi-Cola and 


7UP products in these areas enables 
us to achieve greater efficiencies 
in manufacturing and distribution. 
Route case sales, the core of our 
business, dipped about 4.5% com¬ 
paratively in the first three months of 
the fiscal year, bottomed in mid-year 
and recovered substantially to register 
a comparative 4.5% increase in the 
final quarter. This saj^spattern was 
totally understandable and reflected 
the consumer’s response to rapidly 
escalating prices. The important 
observation is that the consumer 
returned and by his recent buying 
pattern seems accustomed to pur¬ 
chasing soft drinks at a higher price 
level. The results in 1975 taught 
us that the demand for soft drinks 
is relatively inelastic and that our 
Beverage Division has considerable 
pricing flexibility. 

As measured by the A. C. Nielsen 
Company, our Beverage Division’s 
performance against its competitors 
was encouraging during the fiscal year. 
Our gain was also considerably 
better than that achieved by the 
Pepsi-Cola brand on a national 
basis. In 1975, General Cinema re¬ 
ceived both of the Pepsi-Cola Com¬ 
pany national awards for per capita 
sales increases in the top volume 
category. Our Sacramento plant had 
the highest percent per capita 
increase and our Dayton plant had 
the highest absolute per capita in¬ 
crease in Pepsi. 



Beverage Division Headquarters 
Miami, Florida 


For the past few years, we have been 
leaders in our markets in the intro¬ 
duction of new packaging concepts, 
most notably the larger-size growth 
packages such as the 32 and 48 oz. 
bottles. Motivated by the industry's 
and our recent past successes, we 
introduced 64 oz non-returnable 
bottles in 15 of our franchise areas in 
1975. Large-size packages, which 
represented 15% of food store soft 
drink sales four years ago, have grown 
to almost 35% of sales today. 

In 1975, the Beverage Division joined 
with the Pepsi-Cola Company in 
test-marketing a new brand, Pepsi 
Light, a low-calorie, lemon-flavored 
cola. Based on the initial results 
in Dayton and Springfield, Ohio, we 
recently expanded distribution into the 
balance of our Ohio franchises. 

Capital expenditures for the year, 
primarily for marketing and distribution 
equipment, plant modernization and 
returnable containers, amounted to 
$9,689,000 They included installa¬ 
tion of four 64 oz. bottling lines 
and extensive upgrading of equipment 
at several other plants. We have 
budgeted $7.4 million for capital 
expenditures (excluding leased equip¬ 
ment) in fiscal 1976. 

To date, our beverage operations have 
not been affected by local, state or 
national anti-litter laws. Oregon and 
Vermont legislation, which requires 
deposits on non-returnable packages, 
has been viewed with varying degrees 
of satisfaction by consumers and 
environmental groups. An unsuccess¬ 
ful attempt at such legislation was 
made in Miami in 1974. We are un¬ 
aware of any pending legislation in 
our market areas, although such a 
development would not necessarily 
be detrimental to our business. 

Last year the administrative law judge 
hearing the FTC case challenging 
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the franchise system ruled in favor of 
the major franchisors, upholding 
the exclusivity of marketing areas. The 
FTC itself may or may not accept 
this decision and there may be further 
proceedings. As we have stated in 
the past, we feel that our beverage 
business as a whole will not be ad¬ 
versely affected regardless of the 
outcome. 

Long range, several factors encourage 
us to believe that our Beverage Divi¬ 
sion will continue its profitable growth. 
Demographics favor the industry in the 
teen to thirty-year age group, where 
the heavy consumers are. The current 
success of soft drinks has been built 
largely on sales to less than 20% of 
the population who presently account 
for more than 70% of all consumption. 
The geographic locations of our 
franchises favor us since their popu¬ 
lation growth rate is above the 
national average, and per capita con¬ 
sumption of soft drinks is considerably 
higher than the national average 
in many of our markets. 

Aggressive and carefully planned 
marketing programs, coupled with 
continued emphasis on the new 
larger bottles, should bring additional 
market penetration and market share. 
We believe that our goal of increasing 
the market share of our three major 
brands, Pepsi-Cola, Dr Pepper and 
7Up, including diet drinks, from 39% 
to over 50% is realistic. We are, in 
fact, already achieving this objective 
in several of our franchise areas. 

In addition to internal growth, we con¬ 
tinue to seek acquisitions of Pepsi¬ 
Cola operations as well as com¬ 
plementary product franchises, such, 
as 7UP and Dr Pepper, in areas where 
our existing operations and manage¬ 
ment abilities make possible further 
market-share growth and economies 
of scale. 

12 


According to A. C. Nielsen estimates, 
beverage industry sales to the home 
market are expected to show a 
decline of 2% in physical volume 
for the calendar year 1975, as com¬ 
pared to our Beverage Division’s 
increase of 1 %. We expect an excel¬ 
lent year in 1976. Soft drinks should 
resume their recent historical growth 
rate of about 5%, and we think 
General Cinema’s Beverage Divi¬ 
sion will continue to outperform the 
industry, growing by about 6%, or 
possibly more. We anticipate a stable 
ingredient cost environment which 
will help us in our continuing efforts 
to improve margins, while more stable 
prices should stimulate sales. In 
summary, we look forward to record 
revenues, route case sales and 
earnings in 1976, again exceeding the 
industry averages. 
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Cinema has made non-consolidated 
investments in a few other businesses, 
with the primary purpose of expos¬ 
ing the Company and its management 
to new areas of potential growth. 

It was hoped that if these areas 
showed sufficient promise, one or 
more could be developed into oper¬ 
ating divisions. As our two basic 
businesses have expanded, however, 
the prospect of developing a third 
major division of comparable signifi¬ 
cance from this source has dimin¬ 
ished. Currently, the Company has 
investments in the broadcasting and 
retail furniture industries. 

Our investment in Alperts Furniture 
Warehouse Showrooms fared poorly 
this past year, reflecting the adverse 
economic climate for the sale of 
consumer hard goods. The three 
stores (Providence, Albany and 
Buffalo), which were in operation 
during the year, have been well re¬ 
ceived by the public and have each 
captured a significant share of the 
home-furniture market in their respec¬ 
tive market areas. Volume was down 
12% comparatively and as a group 
they sustained a pretax operating loss 
of $966,000. General Cinema elected 
to reserve the full amount of this 
loss, thereby reducing 1975 pre¬ 
tax earnings by a like amount. Losses 
were heaviest early in the fiscal 
year and decreased as Alperts' man¬ 
agement effectively lowered operating 
expenses and promoted sales. 

Starting this fall, sales volume has 
increased, and with the successful 
opening of the fourth store in Cleve¬ 
land in November, Alperts has been 
operating at close to a break-even 
level for the past few months. We have 
extended the time for decision about 
our future involvement in Alperts 
until 1981. There will be no further 
store openings until we have seen 


substantial operating profits. Our net 
investment in Alperts was $1,200,000 
at year-end. 

On the brighter side, our invest¬ 
ments in communications continue to 
perform very well. Coral Television, 
which operates WCIX-TV, Channel 6 
in Miami, had a pretax profit of 
$275,000 as compared to a $928,000 
pretax loss in 1974. The station 
has become one of the nation's most 
successful independent VHF opera¬ 
tions, currently recording a 15% 
audience share. Although General 
Cinema owns 96.3% of Coral, it is 
carried on our balance sheet as an 
investment held for sale and its earn¬ 
ings are, therefore, not consolidated. 
The station, in which General Cinema 
had an investment of $6,104,000 
at year-end, was appraised at $9.5 
million in 1974, when it was still 
operating at a loss. 

During the year, the four contempo¬ 
rary music FM radio stations in Phila¬ 
delphia, Cleveland, Atlanta and 
Houston continued to show real 
progress, operating at a modest pre¬ 
tax loss of $52,000 as compared to 
losses of $616,000 in 1974, and 
$1,254,000 in 1973. These stations 
were appraised at $11 million in 1974, 
as compared to our 1975 year-end 
investment of $6,466,000. 

We also have $2,568,000 invested in a 
classical FM station in Chicago. 
Although court action has further 
delayed our proposed program 
change to contemporary music, we 
were able to reduce slightly the pre¬ 
tax loss from $550,000 in 1974 to 
$461,000 

The communications group as a 
whole, excluding Chicago, operated 
at a pretax profit of $223,000. Despite 
these improved results, broadcasting 
continues to face increasing gov¬ 
ernment regulation. Profitable stations, 


furthermore, command extremely 
high prices which would not afford us 
a satisfactory return on investment. 
We have determined, therefore, that 
communications cannot be a major 
division for General Cinema and that 
we will eventually withdraw from this 
area. In fact, the Houston station, 
in which we had an investment of 
$1,426,000 was sold as of October 
31,1975, for $2.5 million. As Houston 
was a wholly-owned subsidiary of 
the Philadelphia station, General 
Cinema did not record the capital gain. 
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'*W«!^ver the years General Cinema has demonstrated its 
ability to achieve extraordinary growth in both revenues and 
earnings. In 1974, in the face of rampant inflation, we again 
reached new highs in both categories. This past year, with the 
country in deep recession, we greatly exceeded those 
highs We have, in fact, made new highs in revenues in each 
of the fourteen years we have been a public company, and 
record earnings in thirteen of those years. 

This year’s revenues of $358,447,000 increased 20% over last 
year's $299,514,000. Operating net income of $14,869,000 
was 40% better than 1974’s $10,589,000. Per share net 
operating earnings were $2.68, up 39% over last year’s $1.93 
on a 1 % larger number of shares and equivalent shares 
outstanding. The effective federal tax rate was 44.3% against 
42.'§% in 1974 due primarily to the lesser impact of invest¬ 
ment credits on a higher earnings base. 

Economic instability and a growing concern overthe supply of 
capital made it prudent for us to take a more conservative 
attitude toward our balance sheet. Several years ago, there¬ 
fore, we decided that reducing the debt-equity ratio and 
improving liquidity should be corporate objectives. 

With the demand for funds both for an ambitious program 
of shopping center theatre expansion begun in the early 
sixties and for the diversification into beverages starting in 
1968, General Cinema's borrowings peaked at $85.7 
million in 1972 with a debt-equity ratio of 1.74 to 1. For 
the first time since then, net worth at October 31 exceeded 
long-term debt and the debt-equity ratio had declined to 0 87 
to 1. For many years fixed charges (rent and interest) have 
been more than doubly covered by pretax profits plus 
depreciation. This past year the coverage was 2.7 to 1. 

In December we greatly improved our liquidity by completing 
a S30 million private placement of fifteen-year senior notes. 
The application of the proceeds to reduce our intermediate- 
term bank borrdsitigs-Spreads aiptnajor debt maturities 
over a fifteen-year period. This financing had the concurrent 
effect of substantially reducing the amount of debt tied 
to the prime rate, thereby lessening the effect of changes 
in short-term interest rates on our earnings. 

To those not familiar with General Cinema, there is consider¬ 
able hidden strength in our balance sheet. First, the $31.5 
million of intangibles represents the cost of our exclusive 
and perpetual soft-drink franchises whose present market 
value far exceeds their book value. Second, fourteen wholly- 
owned drive-in theatre properties, mostly undeveloped, 
carried on the books at less than $2 million, were appraised 
at about $20 million in 1968. When leased to real estate 
developers, these properties should yield more than they ever 
did as drive-ins. Finally, our investments in radio and tele¬ 
vision are carried on the balance sheet at about $8 million 
below their appraised value. 


1971 1972 1973 1974 1975 
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Tne balance sheet indicates that General Cinema has a 
working capital ratio of about 1.1 to 1. This is much higher 
than required for the needs of the Company. The theatre 
business is a 100% cash business. We take in our cash 
before we pay our bills, and there are no receivables and 
just minor refreshment inventories. The beverage business 
is almost completely cash or 30-day accounts with major 
grocery chains, with inventories and receivables low relative 
to the volume of business. Consequently, there is little 
demand for additional working capital, even though both 
businesses are growing rapidly. 

In the Theatre Division, new and remodeled shopping qenter 
theatres—76 last year—were the main reason for its capital 
expenditures of $9.4 million in 1975 and $48 million during the 
last five years. Existing theatres require almost no reinvest¬ 
ment. The Beverage Division, on the other hand, normally 
requires reinvestment of its depreciation. Its capital expendi¬ 
tures, excluding franchise acquisitions, were $9.7 million 
last year and $45 million over the past five years, largely 
financed by its depreciation. 

With record sales and profits year after year, our growth rate 
in both sales and earnings and return on equity have been 
very satisfactory. The five-year compounded growth rate in 
earnings was 15.6%, and the 1975 year-to-year rate 40%. 
Return on equity averaged 20.2% for the five years and was 
20% in 1975. Return on sales averaged 4.0% with 4.2% for 
the past year. In the five-year period revenues more than 
doubled, from $178.9 million to $358.4 million, as did net 
operating earnings from $7 million to $14.9 million. 
Shareholders' equity at $85.6 million is over twice the 
$34.5 million value five years ago, as is per share book value 
of $15.51 against $6.53. 

Growth companies—and General Cinema is one—do not 
usually have a liberal dividend policy. We, nevertheless, have 
always shared our earnings growth with Shareholders. Our 
current annual dividend rate of 540 per share has more than 
doubled in the last five years. 

To summarize: in good times, in bad times, during inflation, 
during recession, General Cinema has demonstrated a 
consistent pattern of growth in revenues and earnings while 
maintaining a high return on equity and an increasing payout 
to its Shareholders. 

January 15,1976 


Edward E. Lane 
Financial Vice President 



1971 1372 1973 1974 1975 


36.6 



The capital outlays chart emphasizes the 
fact that existing theatres require little 
reinvestment of capital, whereas the 
existing beverage business typically 
requires reinvestment of its depreciation. 
Consequently, earnings and a major 
portion of the Theatre Division’s depreciation 
are available for new theatres, beverage 
acquisitions, the repayment of debt and 
other corporate purposes. 
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! he information included in the ten- 
year comparison of financial high¬ 
lights elsewhere in this report indi¬ 
cates the growth of the Company over 
the last ten years. Certain matters that 
influenced operations for the last two 
years are discussed below: 
Consolidated 

Consolidated gross revenues in¬ 
creased $59,000,000, or 20%, in fiscal 
1975 and $55,000,000, or 22%, in 
fiscal 1974. Consolidated costs and 
expenses increased primarily because 
of the large increases in volume of 
business and general inflationary 
trends. 


Theatre Division 

For each of the two years, 1975 and 
1974, there was a significant rise in 
attendance, additional operating 
theatres and modest admission and 
refreshment price increases. The 
revenue increases of 26% in 1975 and 
22% in 1974 were accompanied by 
higher costs of sales, particularly the 
cost of film rentals. 

Beverage Division 
For each of the two years, 1975 and 
1974, there were increases in rev¬ 
enues of 14% and 22%, respectively, 
primarily due to price increases. Phy¬ 
sical volume decreased slightly in 
1975 after a modest volume increase 
in 1974. Higher ingredient costs, par¬ 
ticularly sugar, prevailed in both 1975 
and 1974. 


Corporate 

The decrease in interest of $1,383,000 
for 1975, was attributable to a lower 
level of borrowing and a lower prime 
rate; whereas the $1,186,000 increase 
in interest for 1974 was related almost 
totally to the rise in the prime rate on 
approximately the same level of 
borrowing. 
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General Cinema Corporation and Subsidiarie 


Revenues 
Theatre Division 
Beverage Division 


Costs & Expenses 
Theatre Division .. 
Beverage Division . 


Operating Income 
Theatre Division .. 
Beverage Division . 
Total. 


Corporate Charges 

Interest. 

Corporate Expenses 
Income Before Taxes 


Income Taxes. 

Income Before Extraordinary Items . 


Depreciation. 

Capital Expenditures (Excluding 
New Theatres and Acquisitions) 

Total Assets . 

Shareholders’ Equity. 


Per Share Data: 

Income Before Extraordinary Items 

Net Income . 

Dividends Paid . 

Book Value . 


ten-year 


1975 

1974 

1973 

. $180,006 

$142,873 

$117,121 

178,441 

156,641 

127,756 

358,447 

299,514 

244,877 

161,572 

127,770 

102,746 

161,106 

144,229 

119,316 

322,678 

271,999 

222,062 

18,434 

15,103 

14,375 

17,335 

12,412 

8,440 

35,769 

27,515 

22,815 

5,696 

7,079 

5,893 

1,755 

845 

866 

28,318 

19,591 

16,056 

13,449 

9,002 

7,210 

14,869 

10,589 

8,846 

. $ 14,869 

$ 11,057 

$ 9,442 

. $ 12,659 

$ 11,939 

$ 11,161 

10,860 

10,404 

10,683 

203,487 

193,208 

178,999 

85,574 

73,071 

64,268 

. 5,558,355 

5,497,808 

5,593,384 

. $ 2.68 

$ 1.93 

$ 1.58 

2.68 

2.01 

1.69 

.465 

.41 

.34 

15.51 

13.29 

11.69 
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summary 


1972 

1971 

1970 

1969 

1968 

1967 

1966 

$ 99,621 
120,385 

$ 80,183 
114,792 

$ 70,101 
108,757 

$ 57,926 
85,964 

$54,294 

17,552 

$42,386 

$33,672 

220,006 

194,975 

178,858 

143,890 

71,846 

42,386 

33,672 


85,964 

111,967 

68,062 

105,987 

59,048 

101,536 

48,994 

79,393 

46,570 

15,033 

37,790 

29,711 

197,931 

174,049 

160,584 

128,387 

61,603 

37,790 

29,711 


13,657 

12,121 

11,053 

8,932 

7,724 

4,596 

3,961 

8,418 

8,805 

7,221 

6,571 

2,519 

— 

— 

22,075 

1 

20,926 

18,274 

15,503 

10,243 

4,596 

3,961 

4,396 

4,179 

4,314 

3,940 

1,141 

308 

246 

627 

689 

537 

597 

429 

451 

352 

17,052 

16,058 

13,423 

10,966 

8,673 

3,837 

3,363 

7,321 

7,648 

6,418 

5,396 

4,080 

1,647 

1,348 

9,731 

8,410 

7,005 

5,570 

4,593 

2,190 

2,015 

$ 10,349 

$ 9,198 

$ 7,015 

$ 5,947 

$ 4,988 

$ 2,286 

$ 1,982 

$ 10,764 

$ 9,045 

$ 7,407 

$. 6,122 

$ 2,669 

$ 1,529 

S 1,345 

1 

1 11,735 

6,785 

* 

* 

* 

* 

* 

172,385 

138,782 

129,144 

109,790 

62,472 

29,876 

27,151 

J 56,360 

40,673 

34,457 

29,316 

18,692 

14,060 

12,284 

5,574,210 

5,426,065 

5,375,941 

5,258,769 

4,869,150 

4,840,263 

4,761,953 

$ 1.75 

$ 1.55 

$ 1.30 

$ 1.07 

$ .95 

$ .45 

$ .42 

1.86 

1.70 

1.30 

1.14 

1.03 

.47 

.41 

.32 

.28 

.23 

.17 

.13 

.12 

.12 

10.27 

7.76 

6.53 

5.55 

3.84 

2.91 

2.58 
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Genera! Cinema Corporation and Subsidiarie 



Assets 


(Dollar amour 

October 31, 1975 and 1974 1975 

Current Assets 

Cash . $ 10,853 

Short-term investments—At cost 

(approximates market) . 8,000 

Notes and accounts receivable—Trade 
Net of allowance for doubtful accounts 

of $382 in 1975 and $332 in 1974 . 9,810 

Sundry deposits and receivables. 8,624 

Inventory (Note 2). 10,067 

Other current assets . 1,515 

46,869 


Investments and Advances 

Unconsolidated affiliated companies— 

At underlying equity . 1,189 

Radio stations—At cost (Note 3) . 9,034 

Television station—At cost (Note 4) . 6,104 

16,327 

Property, Plant and Equipment—At Cost 

Net of accumulated depreciation and amortization (Notes 5 and 7) . 86,307 


$ 11,102 


7,525 

10,623 

1,822 

41,315 


1,112 

8,685 

6,346 

16,143 


82,414 


Other Assets (Note 6) 


22,489 


23,093 


Franchises, Trademarks and Goodwill 

Principally beverage franchises. 

. 31,495 

30,243 


$203,487 

$193,208 
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balance sheet 


General Cinema Corporation and Subsidiaries 


Liabilities 


(Dollar amounts 

October 31, 1975 and 1974 1975 

Current Liabilities 

Long-term liabilities—Due within one year . $ 3,498 

Accounts payable . 28,522 

Taxes payable. 9,478 

41,498 

Deferred Federal Income Taxes . 2,365 

Long-Term Liabilities (Note 7) 

Long-term debt. 57,852 

Subordinated debt . 16,198 

74,050 


117,913 

Commitments and Contingencies (Note 9) 


Shareholders’ Equity 

(Note 8) 

Preferred Stock—$1.00 Par Value 

Authorized and unissued—1,000,000 shares. 


Common Stock—$1.00 Par Value 

Authorized—7,500,000 shares 
Issued—5,589,247 shares 


5,589 


Additional Paid-In Capital . 11,880 

Retained Earnings . 70,607 

88,076 

Less: Treasury Stock—At Cost— 

72,389 shares in 1975 and 91,439 in 1974 . 2,502 

85,574 


$203,487 


consolidated financial statements 


in thousands) 
1974 

$ 7,660 
24,937 
4,926 
37,523 

2,703 


62,698 

17,213 

79,911 

120,137 


5,589 

11,966 

58,300 

75,855 

2,784 

73,071 

^193,208 
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General Cinema Corporation and Subsidiaries 


consolidated statement of income 


(Dollar amounts in thousands 
except for per share data) 

Years ended October31, 1975 and 1974 1 975 1 974* 

Revenues. $358,447 $299,514 


Costs and Expenses 

Film, cost of sales, payroll and other costs . 223,795 183,071 

Selling, operating and administrative . 85,189 76,041 

Depreciation and amortization. 13,694 12,887 

322,678 271,999 

Operating Income. 35,769 27,515 


Corporate Expenses 

Interest—Net . 5,696 7,079 

Expenses. 955 845 

Allowance for investment loss (Note 6) . 800 — 

7,451 7,924 

Income Before Provision for Income Taxes. 28,318 19,591 


Provision for Income Taxes 

State . 1,644 1,079 

Federal . 11,805 7,923 

13,449 9,002 

Income Before Extraordinary Item . 14,869 10,589 

Tax Reduction Attributable to Tax Carryovers . — 468 


Net Income . $ 14,869 $ 11,057 

Income Per Share of Common Stock and 
Common Stock Equivalent (Note 8) 

Income before extraordinary item . $2.68 $1.93 

Extraordinary item. — .08 


Net income . $2.68 $2.01 

"Certain items are reclassified for comparative purposes. 


See accompanying notes to the consolidated financial statements 
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divisional statement of income 


General Cinema Corporation and Subsidiaries 


(Dollar amounts in thousands) 



Theatre Division 

Beverage Division 

Years ended October 31,1975 and 1974 

1975 

1974* 

1975 

1974* 

Revenues . 

... $180,006 

$142,873 

$178,441 

$156,641 

Costs and Expenses 

Film, cost of sales, payroll and other costs .. . 

... 111,939 

85,820 

111,856 

97,251 

Selling, operating and administrative . 

44,605 

37,381 

40,584 

38,660 

Depreciation and amortization. 

5,028 

4,569 

8,666 

8,318 


161,572 

127,770 

161,106 

144,229 

Operating Income . 

.. . $ 18,434 

$ 15,103 

$ 17,335 

S 12,412 


"Certain items are reclassified for comparative purposes. 


consolidated statement of retained earnings 


(Dollar amounts in thousands) 


Years ended October 31, 1975 and 1974 1 975 1 9/4 

Retained Earnings—Beginning of Year . $58,300 $49,497 

Net income for the year . 14,869 11,057 

Cash dividends paid: 

1975—S.465 per share . (2,562) 

1974—$.41 per share ..( 2,254 ) 

Retained Earnings—End of Year. $70,607 $58,300 


See accompanying notes to the consolidated financial statements. 
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General Cinema Corporation and Subsidiaries 


consolidated statement of changes in financial position 


(Dollar amounts in thousands) 


Years ended October 31. 1975 and 1974 1 975 1 974 

Sources of Working Capital 

Income from operations . $14,869 $10,589 

Add: Expenses not requiring an outlay of working capital during the period— 

Depreciation and amortization. 13,594 12,887 

Amortization of intangible assets. 364 401 

Deferred Federal income taxes. (89) HP 1 

Loss on disposition of property, leases and equipment. 1,775 — 

Allowance for investment loss. 800 — 

31,413 24,268 

Less: Equity in net income of unconsolidated affiliated companies. 374 307 

Working capital provided from operations. 31,039 23,961 

Tax reduction attributable to tax carryovers . — 468 

Working capital provided from operations and extraordinary item. 31,039 24,429 

Net borrowings under revolving line of credit . — 9,000 

Proceeds from sale of property, leases and equipment . 1,109 915 

Net decrease in investments and advances . 190 — 

Other items . — 491 

Uses of Working Capital 32,338 34,835 

Purchase of property, plant and equipment—Net 

New locations and/or acquisitions . 8,209 10,547 

Existing locations or facilities. 10,589 9,561 

Purchase of franchises, trademarks and goodwill . 1,884 — 

Net decrease in long-term liabilities . 5,861 9,578 

Loans to furniture stores. 500 1,200 

Net increase in investments and advances . — 1,600 

Cash dividends. 2,562 2,254 

Leasehold cost . 442 474 

Other items . 712 — 

30,759 35,214 

Increase (Decrease) in Working Capital . $ 1,579 $ (379 ) 

Analysis of Changes in Working Capita! 

Increase (Decrease) 

Current Assets 

Cash . $ (249) $ 45 

Short-term investments . 8,000 — 

Notes and accounts receivable—Trade . (433) 1,347 

Sundry deposits and receivables. (901) * 1,835 

Inventory . (556) 3,274 

Other current assets. (307) (718 ) 

5,554 5,783 

Current Liabilities 

Long-term liabilities—Due within one year . 4,162 (4,207) 

Accounts payable. (3,585) 1,240 

Taxes payable. (4,552) (3,195 ) 

(3,975) (6,162 ) 

Increase (Decrease) in Working Capital . $ 1,579 $ (379 ) 


See accompanying notes to the consolidated financial statements. 
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General Cinema Corporation and Subsidiaries 


notes to the consolidated financial statements 


Years ended October 31,1975 and 1974 

1. Summary of Significant Accounting Policies 

Principles of Consolidation— All wholly owned subsidiaries 
are included in the consolidated financial statements. All 
intercompany accounts and transactions have been elim¬ 
inated. A majority-owned television corporation is carried at 
cost. Affiliated companies in which the Company owns 50% 
of the outstanding common stock have not been consoli¬ 
dated. The investment therein reflects the equity in the 
underlying net assets 

Inventory— Inventory is stated at the lower of cost or market. 
Cost is determined by the first-in, first-out method. Market 
represents the lower of replacement cost or estimated net 
realizable value. 

Depreciation and Amortization— The provision for deprecia¬ 
tion and amortization has been calculated on the straight- 
line method based upon the following estimated useful lives 
of the assets: 

Buildings and improvements 10-40 years 

Leasehold improvements Lesser of lease life or asset life 
Equipment and fixtures 6-20 years 

Delivery trucks and vending machines 3-8 years 

Returnable bottles and cases 3-4 years 

Unamortized Debt Discount— Unamortized debt discount is 
being amortized over fifteen years, the term of the applicable 
debt. 

Unamortized Leasehold Expense— Unamortized leasehold 
expense consists primarily of the amounts paid to acquire 
theatre leases. These expenses are amortized over the lease 
lives, not exceeding thirty-three years. 

Franchises, Trademarks and Goodwill-Franchises, trade¬ 
marks and goodwill generally are not being amortized, as 
management considers their value to be of a permanent 
nature. Management reviews these costs on a periodic basis, 
and an amortization program will be established if future 
events make such amortization appropriate. 

In accordance with promulgated accounting principles 
relating to acquisitions subsequent to October 31,1970, fran¬ 
chises, trademarks and goodwill in the amount of $3,439,000 
are being amortized by charges to income computed on the 
straight-line basis primarily over forty years. The amortization 
amounted to $71,000 in 1975 and $54,000 in 1974. 

Income Taxes— Consolidated Return—The Company and its 
subsidiaries file a consolidated Federal income tax return and, 
where practical, consolidated state tax returns. 

Investment Tax Credits—Investment credits are accounted for 
on the flow-through method whereby the benefit is reflected 
currently Investment tax credits applied to reduce the provi¬ 
sion for Federal income taxes were $860,000 in 1975 and 
$740,000 in 1974. 

Deferred Federal Income Taxes—Depreciation is computed 
on the straight-line method for financial reporting and on an 
accelerated method, where practical, for Federal income tax 


purposes. The Incentive Share Plan, described in Note 9, 
results in certain charges to income that are not currently- 
deductible. The tax deduction is obtained in the year of pay¬ 
ment. The net tax credits applicable to the aforementioned 
items are reflected on the consolidated balance sheet as 
"Deferred Federal Income Taxes". The provision for Federal 
income taxes in the consolidated statement of income 


includes a deferred income tax credit of $89,000 in 
deferred income tax expense of $391,000 in 1974 

1975 and a 

2. Inventory 

Inventory Is composed of: 

1975° ltl0U 

Sand 1974 

Finished products . 

Materials and manufacturing 

supplies . 

Refreshment inventory . 

$ 3,830 

5,053 
1,184 
$ 10,067 

$ 4,626 

4,929 
1,068 
$ 10,623 

3. Investments and Advances—Radio Stations— 

At Cost 

This is composed of: 

1975° th0U 

sands) 

1974 

Radio stations: 

Convertible 8% preferred stock ... 
Notes and loans receivable (interest 
at 'h of 1 % above average prime) 

S 250 

8,784 
$ 9,034 

$ 250 

8,435 
S’ 8,685 


If the preferred stock were converted, it would result in the 
ownership of 80% of the outstanding common stock of the 
corporations. However, such conversion has not been 
requested. The Company has guaranteed obligations of these 
radio stations at Qtsjpber 31,1975, in tbs approximate amount 
of $190,000. 


At October 31, 1975, the Company has $2,568,000 invested in 
convertible preferred stock and notes of a corporation which 
acquired an FM station in Chicago. Approval of license 
transfer and proposed programming change has been 
delayed pending further administrative proceedings before 
the Federal Communications Commission. 


It is the intention of management to sell these investments 


4. Investments and Advances—Television Station— 
At Cost 

The Company has an inveslment in common stock and loans 
to a 96 3%-owned corporation The Company has initiated 
efforts to dispose of this asset, and accordingly the invest¬ 
ment and advances therein are reflected at cost. 
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5. Property, Plant and Equipment—At Cost 


7. Long-Term Liabilities 


This is composed of: 

(In thousands) 

1975 1974 


Land. 

$ 3,548 

$ 4,176 

Buildings and improvements . 

• 7,077 

7,777 

Leasehold improvements . 

43,046 

37,108 

Equipment and fixtures. 

Delivery trucks and vending 

36,582 

36,870 

machines . 

25,372 

23,552 

Returnable bottles and cases. 

22,276 

19,393 


137,901 

128,876 

Less: Accumulated depreciation 



and amortization . 

51,594 

46,462 


$ 86,307 

$ 82,414 

Assets with a book value of approximately $4,344,009 in 1975 
and $5,310,000 in 1974 have been pledged as collateral for 

indebtedness. 

6. Other Assets 

Other assets are composed of: 

(In thou: 



1975 

1974 

Unamortized leasehold expense (a) 
Notes, loans and accounts 

$ 13,426 

$ 13,842 

receivable—Due after one year .. 
Subordinated notes—Furniture 

6,096 

6,535 

stores—Net of allowance (b). 

1,200 

1,500 

Executive loans (c) . 

516 

— 

Other . 

1,251 

1,216 


$ 22,489 

$ 23,093 


(a) Amortization of leasehold expense is included in depre¬ 
ciation and amortization expense and amounted to 

$1,035,000 in 1975 and $948,000 in 1974. 

Leaseholds with a book value of approximately $3,844,000 
in 1975 and $4,300,000 in 1974 have been pledged as 
collateral for notes payable. 

(b) The Company has invested $2,000,000 in notes and loans 
to a corporation and its subsidiaries engaged in the opera¬ 
tion of retail furniture warehouse stores The initial invest¬ 
ment was $500,000, consisting of the purchase of $300,000 
of subordinated notes, convertible until 1988 into 80% of 
the equity of the common stock of the parent corporation, 
and $200,000 of nonconvertible subordinated notes The 
balance of the investment represents working capital 
loans. 

At October 31,1975, three stores were in operation and 
on November 6,1975, a fourth store opened. No additional 
store openings are contemplated. 

During 1975, thehJSmpahy has ptfo¥tded a charge against 
income in the amount of $800,000 as an allowance for 
loss on this investment and has not accrued unpaid 
interest of $206,000. 

The Company has guaranteed long-term real estate 
leases, expiring from 1999 to 2003, with minimum annual 
rentals of $846,000 and equipment leases, with minimum 
annual rentals of $71,000, expiring from 1979 to 1984 
The Company has also guaranteed liabilities in the 
amount of $1,349,000. 

(c) During 1975, the Company adopted a Key Executive 
Stock Purchase Loan Plan. Outstanding loans to a loan 
participant may not exceed 125% of base annual salary. 
Interest is payable at a variable rate, not less than 5%. 


Long-term liabilities, excluding current maturities, are com¬ 
posed of the following: 


(Dollar amo 

1975 


ids) 

1974 


Amount 

Unsecured 

Notes: 

Revolving line $42,000 
of credit (a) 

Senior sub- 16,198 

ordinated 
debt (b) 

Other notes 11,197 


Collateralized 

Notes: 

Real estate 1,431 

Equipment 789 

Leases 2,435 

$74/350 


Interest Rate Maturity Amount 


1/2% above 1976-1979 $46,000 

6 7 /e% stated 1976-1983 17,213 

(8.1% effec¬ 
tive) 

Principally 1976-1987 10,643 

Vz % above 
prime to 11% 


5-972% 1976-1993 1,895 

4-1214% 1976-1986 1,313 

4-8% 1976-1982 2,847 

$79,911 


(a) The revolving credit agreement dated October 6,1971 
between the Company and several banks provides a max¬ 
imum amount of credit of $55,000,000 (reduced on 
December 17,1975 to $30,000,000).The maximum amount 
of borrowing during the year was $47,000,000. The Com¬ 
pany has agreed to maintain a compensating cash 
balance of 20% of the outstanding loans and to pay a 
commitment fee at an annual rate of 14 % of the unused 
line of credit. 

On December 17,1975, pursuant to a loan agreement 
dated as of November 14,1975, the Company issued 11 % 
Senior Notes, aggregating $30,000,000, to four institu¬ 
tional investors. The notes are due November 1,1979- 
1990. The proceeds of the loans under this agreement 
were applied to repay $26,000,000 of outstanding notes 
under the revolving line of credit and $4,000,000 of 
other notes. 

(b) Pursuant to the agreement dated January 31,1969, under 
which the Company's Senior Subordinated Notes were 
issued, the Company also issued stock purchase warrants 
for the purchase of up to 225,000 shares of its common 
stock. These notes are subordinated to the notes issued 
under the revolving line of credit. The face amount of the 
notes is reflected net of unamortized discount of 

$1,202,000 in 1975 and $1,487,000 in 1974. 

See Note 8 for restriction on the payment of dividends and 
description of warrants. 

The aggregate maturities of all long-term liabilities, after 
giving effect to the November 1975 loan agreement, are as 
follows: 1976—23,498,000; 1977—$2,938,000; 1978— 
$2,655,000; 1979-33,562,000; 1980—223,544,000; there- 
after—$41,351,000. 

8. Shareholders’ Equity 

Common Stock and Additional Paid-In Capital-A summary 
of the changes in common stock and additional paid-in capital 
is as follows: 
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Balance—November 1,1973 

and 1974 . 

Excess of cost over pro¬ 
ceeds from the sale of 
treasury common stock 
on exercise of stock 
options (19,050 shares) 
Balance—October 31,1975 . 


Common Stock 
$1.00 Par Value 

Additional 

Paid-In 

Shares 

Amount 

Capital 

5,589,247 

$5,589 

$11,966 



(86) 

5,589,247 

$5,589 

$11,880 


Treasury Stock—A summary of the activity in treasury stock is 
as follows: 

(In thousands) 

Shares Amount 

Balance—November 1,1973 

and 1974 . 91,439 $2,784 

Treasury shares sold in con¬ 
nection with exercise of 

stock options . 19,050 282 

Balance—October 31,1975 . 72,389 $2,502 


Common Stock Options and Warrants—The Company's 
qualified stock option plan expired on February 28,1974. 


Stock options presently outstanding were granted at prices 
varying from $10.38 to $38.38 per share and are exercisable 
in equal annual installments over a period of five years from 
the date of grant with the right of cumulation. 

Changes in the outstanding options are summarized below: 



1975 

1974 

Options outstanding—Beginning 

of year . 

Options granted. 

... 72,950 

70,442 

44,500 


72,950 

114,942 

Less: Options exercised . 

Options cancelled . 

.. 14,050 

.. 8,525 

41,992 


22,575 

41,992 

Options outstanding—End of year .. 

.. 50,375 

72,950 


During the year, a key executive was granted a non-qualified 
stock option to purchase 10,000 shares of the Company’s 
common stock at $4.55 per share. At October 31,1975, 

5,000 shares of common stock have been issued and the 
balance of the option is exercisable in cumulative installments 
through 1984. 


Outstanding at October 31,1975 are 225,000 warrants sold by 
the Company during 1969 in connection with the private 
placement of debt in the amount of $20,000,000. These 
warrants are exercisable until January 31,1979 at $14.67 per 
share. 


There are 280,375 common shares reserved for issuance 
upon the exercise of stock options and warrants at October 
31, 1975. 

Restriction on Payment of Dividends—Among other restric¬ 
tions, certain loan agreements include limitations on the 
redemption of the Company's capital stock and the payment 
of dividends other than stock dividends. At October 31,1975, 
approximately $11,950,000 of consolidated retained earnings 
were available for dividends. 

Income Per Share of Common Stock and Common Stock 
Equivalent—Income per share is based upon 5,558,355 
shares in 1975 and 5,497,808 shares in 1974, the weighted 
average number of common shares and common share 


equivalents outstanding during each year, assuming that 
proceeds from the exercise of warrants and options would be 
used to purchase common stock. 

Income per share of common stock and common stock 
equivalent assuming full dilution has not been presented for 
1975 because the dilutive effect is not material and for 1974 
because the common stock equivalents were antidilutive, 

9. Commitments and Contingencies 

Leases—The Company’s long-term leases generally provide 
that the Company will pay real estate taxes and other 
expenses and, in certain cases, additional rentals based on 
revenue. The rent expense consists of: 

(In thousands) 



1975 

1974 

Basic rent. 

Real estate taxes. 

Additional rent. 

. $ 16,280 

. 2,209 

. 3,482 

$ 15,407 
1,772 
1,988 


$ 21,971 

$ 19,167 


The leases are primarily real estate leases and provide for 
minimum annual rentals of 317,625,000 at October 31,1975. 
Unless the Company exercises its renewal options, the leases 
will expire as follows: 


1976 . $ 219,000 1981-1985 .. $1,639,000 

1977 . 79,000 1986-1990 .. 5,969,000 

1978 . 62,000 1991-1995 .. 6,213,000 

1979 . 681,000 Subsequent . 2,660,000 

1980 . 103,000 


Some of the Company's leases for property and equipment 
are financing leases, as defined by Accounting Series 
Release No. 147 issued by the Securities and Exchange Com¬ 
mission. Information concerning these leases is as follows: 

1. Rent expense, consisting principally of basic rent pay¬ 
ments, was $2,725,000 in 1975 and $2,559,000 in 1974. 

2. These leases are primarily for beverage bottling plants and 
major bottling equipment. They provide for minimum annual 
rentals of $2,198,000 and, unless the Company exercises 
its renewal options, will expire as follows. 

1985-1989 . $1,606,000 

1990-1994 . 259,000 

Subsequent . 333,000 

3. The present value of the minimum lease commitments, 
based upon a weighted average interest rate of 7.8%, was 
approximately $18,500,000 at October 31,1975 and 

$19,200,000 at October 31,1974. 

4. The Company has options to purchase most of the prop¬ 
erty subject to these leases The first year a purchase option 
may be exercised is 1979. 

5 If these leases were capitalized, related assets were 
amortized on a straight-line basis and interest cost was 
accrued on the basis of the outstanding lease liability, the 
impact on net income would be less than three percent of 
the average net income for the most recent three years. 
Pension Plans—The Company has noncontnbutory retire¬ 
ment plans for certain employees not covered by other plans. 
For these pension plans the charge against income for 1975 
and 1974 was S619,000 and $488,000 respectively. The 
estimated liability for past service is approximately $3,124,000 
and is being funded over periods ranging up to thirty years. 
The actuarially computed vested benefits exceed the assets 
of the plans by $1,783,000. 
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Incentive Share Plan—Pursuant to an Incentive Share Plan 
adopted by the Board of Directors and approved by the 
shareholders, the Ccwgany has provided a charge against 
income of S849.000 in 1975 and of $238,000 in 1974. Up to 
fifty percent of the current year’s award is payable in cash, 
and the balance will be credited io an Equivalent Share Unit 
Account for the employees’ benefit to be redeemed after 
three years at the rate of 20% per year 
Guaranties and Pledge—In connection with a 1969 agree¬ 
ment concerning the sale and leaseback of four beverage 
plants, the Company guaranteed notes payable of the lessor 
in the amount of $3,000,000 and pledged the common stock 
of three beverage subsidiaries as collateral forthe lease. 

The Company has guaranteed leases for several 50%-owned 
affiliated companies The minimum annual rent underthese 
leases is $407,000. 

Federal Income Tax Examination—The consolidated Federal 
income tax return for 1973 is presently under examination by 
the Internal Revenue Service. Management believes that no 
significant adjustments will resultfrom this examination. 
Franchise Agreements—During 1971, the Federal Trade 
Commission issued complaints against seven major soft- 
drink companies, including three franchisors of the Company, 
and has proposed orders which would prohibit the franchisors 
from attempting to enforce territorial and other restrictions in 
the sale of their products. During 1975, the administrative law 
judge hearing the case ruled in favor of the major franchisors 
upholding the exclusivity of marketing areas. It is not known 
whether the Federal Trade Commission will accept this 
decision. 


Litigation—The Company and its subsidiaries are parties to 
several law suits arising from their operations. Management is 
of the opinion that the outcome of these suits will not have a 
material effect on the Company's consolidated financial 
position or results of operations. 

Film Financing—The Company has entered into an agree¬ 
ment in principle to form a joint venture with Associated 
Television Corporation Limited, of the United Kingdom, to 
facilitate the financing of independently produced motion 
pictures The Company will provide the venture with a film 
rental guarantee in an amount sufficient to repay up to 50% of 
the venture’s bank obligations incurred in the production 
of each film. 


auditors’ report 


BOARD OF DIRECTORS AND SHAREHOLDERS 
GENERAL CINEMA CORPORATION 


V\L examined the consolidated balance sheet of 

GENERAL CINEMA CORPORATION AND SUBSIDIARIES 
at October 31,1975 and 1974 and the related consolidated 
statements of income, retained earnings and changes in 
financial position for the years then ended. Our examinations 
were made m accordance with generally accepted auditing 
standards and accordingly included such tests of the account¬ 
ing records and such other auditing procedures as we con¬ 
sidered necessary in the circumstances. 


In our opinion, these financial statements present fairly the 
consolidated financial position of GENERAL CINEMA 
CORPORATION AND SUBSIDIARIES at October 31,1975 
and 1974 and the consolidated results of their operations and 
the changes in financial position forthe years then ended, in 
conformity with generally accepted accounting principles 
applied on a consistent basis. 


J. K. Lasser & Company 


Boston, Massachusetts 
January 3,1976 
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management 


GENERAL CINEMA CORPORATION 


directors 


corporate officers 


Richard A. Smith 

Chairman of the Board 

S. Sidney Stoneman 

Vice Chairman of the Board 

William L. Brown 

President, First National Boston Corporation 

Julius Darsky 

Beverage Industry Consultant 

J. Atwood Ives 
Emmanuel Kurland 

Edward E. Lane 
Royal Little 

Chairman of the Executive Committee, 
Narragansett Capital Corporation, 

Chairman of the Board, Amtel Corp 

David I. Margolis 

President, Colt Industries, Inc 

Melvin R. Wintman 


Richard A. Smith 

Chairman of the •' 

Melvin R. Wintman 

Executive Vice President 

Edward E. Lane 

Herbert J. Hurwitz 

Herbert G. Paige 

Senior Vice President-Beverages 

J. Atwood Ives 

D. Barry Reardon 

Vice President-Film#artetiftl}, 

William D.Zellen 

Treasurer-Controller 

Emmanuel Kurland 

Secretary 

Mayer Rabinovitz 

Assistant Secretary 


GCC Theatres, Inc. 
principal operating officers 

Melvin R. Wintman 

President 

Herbert J. Hurwitz 

Executive Vice President 

D. Barry Reardon 

Senior Vice President 

William D. Zellen 

Treasurer 

Francis E. Charles 

Vice President-Film 

Morris K. Englander 

Vice President-Real Estate 

Seymour H. Evans 

Vice President —Publicity and Promotion 

Nathan R. Lavidor 

Joseph Saunders 

Howard W. Spiess 
Vice President-Operations 

Stanley Werthman 

Vice President-Concessions 

David N. Leavitt 

Controller 


beverage division 
principal operating officers 

Herbert G. Paige 

Stanley H. Harris 

John P. Koss 

Vice President-Operations 

Mark L. Sobeli 

John W. Bliss 
Stuart W. Giller 


general counsel 

Singer, Stoneman & Kuriand 

special counsel 

Ropes & Gray 

auditors 

J. K. Lasser & Company 

General Cinema Corporation is an Equal Opportunity Employer. Boston, Massachusetts 
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